UNI TED STATES DI STRI CT COURT
FOR THE DI STRI CT OF COLUMBI A

UNI TED STATES OF AMERI CA, )
)
Plaintiff, )
) Cvil Action No.:
V. )
)
PACI FI C SCI ENTI FI C COVPANY, )
)
Def endant . )
COVPLAI NT

The United States of America, acting under the direction of
the Attorney Ceneral of the United States, brings this civil
action to obtain equitable and other relief against the defendant
and all eges as foll ows:

1. The United States brings this antitrust case agai nst
the acquisition by Pacific Scientific Conpany ("Pacific
Scientific") of all the outstanding shares of Met One, Inc. ("Met
One").

2. Pacific Scientific and Met One conpete vigorously in
the manufacture and sale of drinking water particle counters;
they are the | eading conpetitors in this market. Drinking water
particle counters are used by municipal water authorities to
protect against contam nation of public drinking water supplies
by potentially deadly m croorganisns. In 1993, 28 people in
M | waukee died as a result of drinking water contam nation by one
such m croorganism-- Cryptosporidium At the tinme of that
tragedy, M| waukee had not installed drinking water particle
counters. Since 1993, M | waukee has installed drinking water

particle counters.



3. | f the conbination of these two drinking water particle
counter manufacturers were permtted, conpetition to sel
drinking water particle counters to |arge and snall
muni ci palities throughout the United States woul d be reduced
substantially or elimnated. Mnicipalities |likely would face
hi gher prices and receive |lower levels of quality and service.

. JURI SDI CTI ON AND VENUE

4. This action is instituted under Section 15 of the
Cl ayton Act, as anended, 15 U. S.C. 8§ 25, and Section 4 of the
Sherman Antitrust Act, 15 U S. C 8§ 4, to restrain the defendant
fromviolating Section 7 of the Clayton Act, as anended, 15
US C 8§ 18, and Section 1 of the Sherman Antitrust Act, 15
U S. C § 1.

5. Pacific Scientific and Met One sell drinking water
particle counters in interstate conmmerce. This Court has
jurisdiction over this matter and over the parties pursuant to 15
USC 8§22 and 28 U S.C. 8§ 1331 and 1337.

6. Pacific Scientific and Met One transact business in
this District. Venue is proper in this District under 28 U.S.C.
§ 1391(c).

1. THE DEFENDANT AND PARTI ES TO THE PROPOSED TRANSACTI ON

7. Pacific Scientific is a California corporation with its
headquarters in Newport Beach, California. Pacific Scientific
reported annual sales in 1994 of approximately $234, 700, 000.

H AC/ ROYCO, the Division of Pacific Scientific that manufactures



and sells drinking water particle counters, reported 1994 sal es
of $13,011, 000.

8. Met One is a California corporation with its
headquarters in Grants Pass, Oregon. Mt One reported net sales
in 1994 of approxi mately $11, 800, 000.

9. Louis J. Petralli, Jr. owns approximately 80 percent of
Met One.

[11. TRADE AND COMVERCE

A. The Rel evant Product Market

10. Manufacture and sale of drinking water particle
counters is a "line of commerce" under Section 7 of the O ayton
Act and a rel evant product market for purposes of analyzing this
acqui sition under the Cayton and Sherman Acts. There are no
reasonabl y interchangeabl e substitutes for drinking water
particle counters to which enough municipalities and water
conpanies would switch in response to a small but significant,
nontransitory increase in price inposed by drinking water
particle counter manufacturers that woul d make such a price
i ncrease unprofitable.

11. Drinking water particle counters such as those nade by
def endant generally include four conmponents: a sensor, which
directs a | aser beamfroma | aser diode through the water being
tested; a sanpler, which provides a neans to transport a sanple
of the water in which the particles are being counted undi sturbed
t hrough the sensor; a counter, which sorts the signals fromthe

sensor by voltage and assigns a particle size to the signals; and



software, which translates data into a readable fornmat.

12. Pacific Scientific and Met One distribute their
drinking water particle counters under the H AC/ ROYCO and Met One
brand nanes, respectively. Each firmsells its drinking water
particle counters through its own sales force, as well as through
third party sales representatives. Each firmhas entered
agreenents with third parties to manufacture drinking water
particle counters to be sold under a third party's | abel

13. Minicipalities generally purchase drinking water
particle counters through formal bid procedures. Although price
is an inportant factor, municipalities also consider quality,
reliability, service, and the reputation of the qualifying firnmns.
Municipalities routinely request as part of a firms bid package
a list of references from past successful bids fromeach firm
Municipalities also routinely invite drinking water particle
counter conpetitors to denonstrate the capabilities of their
respective devices prior to the nunicipality's determ nation of
the bid wi nner.

14. In addition to drinking water particle counters,
muni ci pal water treatnent facilities may use devices known as
turbiditynmeters, which are not part of the rel evant narket.
Turbidity is an optical neasurenent of solid contam nation
suspended as particles in a fluid. Turbiditynmeters have
significantly different attributes than drinking water particle
counters. For exanple, turbiditynmeters cannot detect snal

guantities of mcroorgani sms such as Cryptosporidium as particle



counters can. And, unlike drinking water particle counters,
turbiditynmeters do not provide exact data for the size and nunber
of particles in a given nmedium Minicipalities do not consider
turbiditymeters to be substitutes for drinking water particle
count ers.

B. Rel evant Geogr aphi ¢ _Mar ket

15. The United States is a "section of the country" under
Section 7 of the Cayton Act and a rel evant geographic market for
pur poses of analyzing this transaction under the C ayton and
Sherman Acts. Defendant sells drinking water particle counters
to municipalities throughout the United States.

V. COVPETI TI ON AND ENTRY

16. Using a neasure of market concentration called the HHI
defined and explained in Appendi x A, a conbination of Pacific
Scientific and Met One woul d i ncrease substantially concentration
in this already highly concentrated market. The approxi mate
post-nerger HH for the rel evant market based on 1994 doll ar
sales is 4842 wth a change of 2108 fromthe prenerger HH . On
this basis, the conbi ned conpany woul d have a market share of
65%

17. Pacific Scientific and Met One are head-to-head
conpetitors in the manufacture and sale of drinking water
particle counters. The drinking water particle counters
manuf act ured and sold by Pacific Scientific and Met One are the
best substitutes for each other. Conpetition between them has

been instrunental in providing nmunicipalities higher quality,



better service, and |ower prices. The acquisition of Met One by
Pacific Scientific would elimnate that conpetition; it would
decrease incentives to maintain high levels of quality and
service and to keep prices |ow.

18. It is unlikely that tinely and sufficient entry of a
new drinking water particle counter manufacturer in the market
woul d prevent harmto conpetition caused by Pacific Scientific's
acqui sition of Met One.

V. VIO.ATIONS ALLEGED

19. According to a letter of intent dated Septenber 6,
1995, Pacific Scientific and Louis J. Petralli, Jr. intend a
merger of Pacific Scientific and Met One, to be acconplished by
t he exchange of shares of Pacific Scientific common stock for al
t he outstandi ng shares of Met One.

20. This acquisition is likely substantially to | essen
conpetition and unreasonably to restrain trade in the market for
drinking water particle counters in the United States, in
violation of Section 7 of the Clayton Act and Section 1 of the
Sherman Antitrust Act.

21. The conmbination will have the follow ng effects, anong
ot hers:

a. actual and potential conpetition between Pacific
Scientific and Met One in the sale of drinking water
particle counters will be elim nated;

b. conpetition generally in the sale of drinking

water particle counters is likely to be substantially



| essened.

VI. REQUEST FOR RELIEF

The United States requests that:

1. The proposed nerger of Pacific Scientific and Met One
be judged a violation of Section 7 of the Clayton Act, as
amended, 15 U.S.C. 8§ 18, and Section 1 of the Sherman Antitrust
Act, 15 U.S.C. 8§ 1;

2. The defendant and all persons acting on its behal f be
prelimnarily and permanently enjoined fromcarrying out the
proposed nerger of Pacific Scientific and Met One or any simlar
agreenent, understandi ng, or plan;

3. The United States recover the costs of this action; and

4. The United States have such other relief as the Court

may deem proper
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